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MEMORANDUM FOR: Executive Dirvector-Comptroller

SUBJECT : General Accounting Office Audit

1, During your meeting with Mr. Yale on 9 August, you asked
that he provide you with documentation relating to the determination
of the General Accounting Office in 1962 to discontinue audit of
vouchered fund activities of the Agency. You also inquired as to
whether there is a clear agreement with the General Accounting
Office for the destruction of records that could be subjected to
GAQ audit. '

2. Copies of the key correspondence relating to the
discontinuance of the GAO audit are attached as Tab A, In summary,
the decision to discontinue was the outgrowth of efforts beginning
in 1959 to identify measures that might be taken to expand the scope
of the GAO audit. The Agency cooperated fully with the GAO in
consultation with the CIA Subcommittee of the House Armed
Services Committee in this endeavor, The Comptroller General,
with the approval of the Chairman of the House Armed Services
Committee, finally concluded, however, that the audit scope could
not be expanded and that continuation of the limited scope audit served
no useful purpose.

3, The agreement concerning destruction of records is in the
form of a letter, Tab B attached, to the Director of Central Intelligence
from the Comptroller General, dated November 2, 1967, granting
approval to a records retirement program. The approval explicitly
provides for disposition of records in accordance with the schedule
(furnished with the Directorts letter of October 3, 1967, also at
Tab B} "after conducting your own audit of accounts’.
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INDEX TO TAB A ATTACHMENTS

1. Discontinuance of Audit

a. ILetter of 26 July 1962 from Comptroller General Campbell to
Chairmen Vinson

Acknowledges letter of 18 July 1962 from Chairman Vinson
which accepts GAO conclusion to withdraw from further audit
activities at the Central Intelligence Agency.

b. Proposed draft of 11 July 1962 (copy of final letter of 18 July
not received) from Chairman Vinson to Comptroller General

Acknowledges Comptroller General's letter concerning
restrictions on performance of audit of the Central Intelligence
Agency. Affirms the need for restrictions and the faclt of Agency
strengbhening of the Comptroller and internal audit functions in
the Agency. Agrees that Comptroller General withdraw from
further audit activities.

¢, Ietter of 21 June 1962 from Comptroller General to Chairman Vinson

Reviews prior correspondence and contact with the Agency
and sets Forth for further consideration by Chairmen Vinson,
Comptroller General's view that the security restrictions inherent
in the intelligence operations are so severe as to preclude
effective performance of audit.

2. Background Memoranda (in chronological sequence)

a. .  Letter of 29 May 1959 from Comptroller General to Chalrman,
Special CIA Subcommittee, Committee on Armed Services

Cites background for limited audit posture, acknowledging
it had been requested by Director of Central Intelligence, and
develops a rationale for a recommendation that GAO be allowed
to expand the scope of its audit.

e. Ietber of 18 June 1959 from Chairmen, CTA Subcommittee to
Director of Central Intelligence

Advises the Director of the desire of the Subcommittee
and of the General Accounting Office for an expansion in scope
of the GAO sudit.
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Letter of 30 June 1959 to the President from DCT.

Informs the President of the interest of the CIA Subcommittee
and. of the GAO in broadening the scope of the GAO audit; indi-
cates that with the acquiescence of the President, he (DCI) will
enter into discussions with the Comptroller General and the
Chairman of the CTA Subcommittee for burpose of determining
whether the GAO audit could be broadened without impairing the
powers and authorities of the Director with regard to expendi-
tures for confidential purposes.

Letter of 16 October 1959 to Comptroller General from DCI

Acknowledges previous discussions regarding improvement of
GAO audit and suggests guidelines within which such improvements
must be accomplished.

Letter of 21 October 1959 from Comptroller General to DCT

Expresses willingness for trial period to expand reviews
within guidelines established.

Letter of 16 May 1961 from Comptroller General to DCI

Letter of 16 May 1961 from Comptroller General to Chairman,
Special Subcommittee, CIA, Committee on Armed sServices

Reports on reviews of CIA operations subject to audit,
states no worthwhile audit objectives being achieved and
evidences intention to discontinue audit.

Letter of 18 May 1961 from Chairman Vinson to Comptroller General

Requests continuation of audit, pending completion of further
discussions between the Committee, the General Accounting Office
and the Central Intelligence Agency.
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MEMORANDUM FOR THE RECORD -

SUBJECT: GAO Audit Correspondence

Mrs., Oncta Stockstill, House Armed Scrvices Cominittee -
staff, has advised me that Chairman Vinson sent to the Comptroller
General a letter concerning the CIA audit precisely as suggested in
our draft reply dated 11 July 1962. Mrs. Stockstill also gave me a
copy of the Comptroller General's note of acknowledgement to
Chairman Vinson,

Agsistant Legislative Counsel
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COMPTROLLER GENFRAL OF THE UNITED STATES
Washington 25, D. G.

tionorable Paul J. Kilday, Chairman

Special Subcommittee, Central Intelligence Agency
Cormmittee on Armed Services

House of Representatives

Dear Mr. Chairman:

On May 15, 1959, Mr. A. T. Samuelson, Dircctor of our Civil
Accounting and Auditing Division, attended an executive meeting of your
Subcommittee to discuss our audit responsibilities and activities-at .
Central Intelligence Agency. At the conclusion of this meecting, it
was suggested that recommendations be submitted for the future audit
activities by the General Accounting Office at this Agency.

Following the enactment of the Central Intelligence Agency Act
of 1949, the then Director of the Agency requested that notwithstanding
the very broad and unusual powers granted to the Central Intelligence
Agency by the Act an audit of expenditures at the site, as previously
performed by the General Accounting Office, be continued, Accordingly,
the General Accounting Office has continued to make audits of vouchered
expenditures, under the same arrangements that were in effect with the
predecessor Central Intelligence Group. However, in view of the pro-
visions of section 10 of the Central Intelligence Agency Act, no
exceptions have been taken to any expenditures. In those cases where
questionable payments come to our attention, we refer the cases to
the CIA Comptroller's Office for corrective action. In using the
term questionable payments, we moean any expenditures which, except
for section 10 (a) of the Act, would appear to be improper O illegal
cither under law or under the decisions of the Comptroller General.

In our audit work, we have not made a substantive review of Agency
policies, nor of its practices and procedures, and we have made no
audit of expenditures of unvouchered funds.

Approved For Release 2006/02/07 : CIA-RDP77M00144R000600030007-9
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Since the enactment of Central Intelligence legislation, we have
generally broadened the type of audit we make of the activities of most
Government agencics. Under our comprchensive audit approach, our

“basic purpose is to review and evaluate the manner in which the agency
or activity under audit carries out its financial responsibilities. We
construe financial responsibilities as including the expenditure of funds
and the utilization of property and personnel in the furtherance only of
authorized programs or activities in an effective, efficient, and
cconomical manner. In carrying out this kind of an audit, we examine
the organization structure and review the established agency policies
for conformity with legislative intent and applicability to agency activities.
We also examine agency practices and procedures followed in carrying
out the agency policies and make selective examination of actual
transactions as a means of appraising the application of agency
practices and procedurcs. Reports on the results of our work are
submitted to the Congress and to agency management officials.

We believe that a broader type of audit is appropriate for our
work at Central Intelligence Agency and is more likely to be productive
of evaluations of the administrative functions which would be helpful
to the Congress and the Agency Director. We have accordingly concluded
that it would be desirable to expand our audit work at Central Intelligence
Agency more in line with our regular comprehensive audit approach.
The expanded work would include an examination of vouchered expenditures,
and,.at the outset, the controls and procedures used in processing
unvouchered expenditures. Also we would propose to make a limited
examination of the support for unvouchered expenditures in accordance,
with such agreement as to access as can be worked out between CIA and
our Office. As indicated by the preceding comments we have heretofore
carried out only limited audit work at CIA, and we do not believe such
limited work should be continued. '

At this time we do not recommend any change in section 10 of the
Central Intelligence Agency Act. We believe, however, that your Sub-
committee could be very helpful in cffecting a change in the scope of
our audit work at CIA by advising the Agency of your interest in
broadening the audit performed by the General Accounting Office. Any
broadening of our audit activities should not include an evaluation of
the intelligence activities of the Agcncy. .

We are prepared to discuss this matter further at your convenience.

Sincerely yours,

/sl
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O HOUSE OF REPRESENTATIVES
e .
Y Committee on Armed Services

Suite 313, House Office Building

Washington 25, D. C.
June 18, 1959

Honorable Allen Dulles
Central Intelligence Agency
Washington 25, D. C.

Dedr Mr. Dulles:

On March 2, 1959 and subsequent dates staff meetings
were held between the CIA Subcommittee and the General Accounting
Oifice in order to develop a clearer understanding of the x;elationship,
between the General Accounting Office and the Central Intelligence
Agency. Upon completion of these staff meetings the CIA Subcommittee
met on May 15 with a senior representative of the General Accounting
Office for the purpose of pursuing the information developed in the
staff conferences.

The Subcommittee fully appreciates the legal exemption of the
Central Intelligence Agency from audit by the General Accounting Office.
However, since representatives of GAO have been assigned to the
Central Intelligence Agency since you became Director and prioxr
thereto, there is a general impression that the vouchered funds of
'CIA have been subjected to the normal audit function of the General
Accounting Office. It is this particular point that the Subcommittee
pursucd at its meeting on May-18.

At the conclusion of its meeting, the Subcommittee informally
concluded that:

(1) the degree of audit of vouchered funds performed

by GAQO representatives in the Central Intelligence Agency was
considerably less than had been thought;
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(2) fox the protection of the Agency and the assurance
of the Congress, the audit function should continue;

(3) that more scnior representatives of the General
Accounting Office should be assigned to this function; and,

(4) that the Chairman of the Subcommittee should
scek the formal opinion of the Comptroller General with
respect to this matter.

In keeping with the above, I requested the official
opinion of the Comptroller General on the relationship of
his office with the Central Intelligence Agency. Under date
of May 29, I received a letter from the Comptroller General,
a sclf-explanatory copy being hereto attached. You will note
that the Comptroller General recommend a broader type of
audit than is presently accomplished. At the same time he
takes cognizance of appropriate restrictions which are inherent
in this endeavor,

The question now arises as to the action that will be taken
with reference to this maftter. Inasmuch as the General Accounting
Qffice participates in the activities of your Agency by invitation,
it is my opinion that it would be both appropriate and desirable
for you to initiate a conference with the Comptroller General in
an cffort to clarify the existing situation. The GIA Subcommittee
stands ready to assist in any manner, but I believe you will concur
in my thought that the conference which I have suggested represents
the most desirable approach to a solution.

As soon as you have had an opportunity to consider this
matter I would appreciate an expression of your reaction.

Sincerely,

/s]
Paul J. Kilday, Chairman
Enc. Subcommittee on CLA

6]
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COPY

16 October 1959

The Honorable Joseph Campbell
The Comptroller General of

the United States
Washington 25, D. C.

Dear Mr, Campbell:

Since we had the pleasure of briefing you on 30 July, we have discussed
further with Mr, Samuelson how the General Accounting Officels audit of
this Agency might be improved. I believe that the General Accounting
Office can expand its current audit activities in a considerable portion
of the Agency, and in moving forward in this direction I feel that we should
reach agreement on certain fundamental aspects.

In the Central Intelligence Agency Act of 1949, the Congress, recognizing’
some of the unique problems involved in the conduct of intelligence
activities, provided broad authorities over the expenditure of and
accounting for Agency funds. In particular, Section 8 of that Act (formerly
Section 10) provides that expenditures for objects of a confidential, extraordinax:
or emergency nature are to be accounted for solely on the certificate of the
Director and every such certificate shall be deemed a sufficient voucher
for the amount therein certified. This wording does not contemplate the
review of expenditures which the Director certified were made for con-
fidential, extraordinary, or ermnergenCy purposes. '

While all funds appropriated to the Agency are technically on an
"unvouchered" basis, it has been my policy and that of my predecessors to
limit the exercise of this special authority to those activities which in the
national interest should have the maximum security protection. To the
extent possible Agency funds are expended under the other provisions of
the Central Intelligence Agency Act and the vouchers for these
expenditures are available to the General Accounting Office. This policy
has been exercised to such a degree that certain activities, not in
themselves sensitive but conducted solely in support of highly confidential
operations, are funded under general authorities without invoking my
special authority to make final accounting therefor. A comprehensive
audit of the sort now conducted by the General Accounting Office in other

COPY
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agencies, if applied to our so-called vouchered expenditures, would necessarily
reach into the confidential operations which they support and which are
protected by my special authority under Section 8 of the Act. In these
instances, therefore, the comprehensive audit would have to be limited so

as to remain outside the areca of sensitive security operations.

In view of the statutory background, I trust that you will agree with the
position set forth above. If you have any question I would be delighted to
discuss the subject with you at your convenience. If we are in agreement
on these fundamental principles, I suggest that your representatives continue
to explore with my Staff the manner in which the scope of the General
Accounting Office's audit of the Agency may be broadened, consistent with
the security rcequirements described above.

Sincerely,

/s/

Allen W, Dulles
Director

: -2 - e
Approved For Release 2006/02/037®GIA5RDP77M00144R000600030007-9



Approved For Release 2006/02/07 : CIA-RDP77M00144R000600030007-9

COMPTROLLER GENERAL OF THE UNITED STATES
Washington 25
21 October 1959

Honorable Allen W, Dulles, Director
Central Intelligence Agency

Dear Mr. Dulles:

Your letter dated October 16, 1959, concerning a proposed exten-
sion of our audit of Central Intelligence Agency has been reviewed,
and further discussions have been had between representatives of this
Office and your Staff.,

Your letter notes the unique problems involved in the activities
of the Central Intelligence Agency and the broad autharization given
you over the expenditures of and accounting for Agency funds. In
recognition thereof, you indicate that an audit of the Central
Intelligence Agency would have to be limited to reviews outside the
area of sensitive security operations on:

(1) Expenditures certified by the Directox under
Section 8 of the Central Intelligence Agency
Act of 1949, as amended.

(2) Certain activities in support of confidential
operations protected by your authority under
Section 8.

We agree that to the extent expenditures are certified by you as confi-
dential, extraordinary, or emergency nature, such expenditures are not
subject to examination by us without your concurrence. '

In our comprchensive audits, we examine the organization structure,
agency policies, and agency practices and procedures, together with a
selective examination of actual transactions as a means of appraising
the application of agency practices and procedures. As a result of the
discussions with your Staff it seems possible for the General Accounting
Office to expand its audit at the Central Intelligence Agency into a
considerable part of the Agency's activities, even though our reviews
would be outside the area of sensitive security operations. ‘Despite the
Limitation, we believe as a result of the raviews we could make that we
would be in a position to make cvaluations of a substantial part of the
administrative functions. .
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The Central Intelligence Agency presents problems on sufficient
breadth of coverage and review of detail for the purpose of rcaching
sound evaluations, but we are willing to broaden our activities at
Central Intelligence Agency within the principles expressed in your
letter. However, in the event it appeaxrs after a trial period that our
reviews are limited to such an extent that we cannot effectively and
constructively accomplish any worthwhile objectives, we will have to
consider whether the audit should be continued.

On the basis of the above, we are willing to have further dis -
. cussion with your Staff in order that the audit my proceed.
Sincerely yours,

/s/ Joseph Campbell

Comptroller General
of the United States

» f? Y -2 - COPY
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Dear Mr. Helms: )

T have your letter of October 3, 1967, forwarding for my approval,
in accordance with scction 9 of the Records Disposal Act of July 7,
1943, 44 U.5.C. 374, a proposcd financial records retirement program
covering various recoxrds of the Central Inteclligence Agency. Under
the proposed program, you would cffect disposition of the related re-
cords pursuant to the standards set forth in the schedule after con-
ducting your own audit of accounts. '

Since thesc standards are gemerally patterned after retirement

standards for similar records approved for other departments and agen-
cies, I concur in their adoption.

Sincerely yours,

TN fat
‘ﬁéﬂm&& - u{m

Comptroller General\
of the United States

The Honorable Richard Helms
Director, Central'IntelLigence Agency

Approved For Release 2006/02/07 : CIA-RDP77M00144R060600030007-9



ILLEGIB -

r
v

Approved For Release -2006/02/07 :

..,

The Honorabie Xlomey B. Skals
Comprotler General of the Unllo
1%,‘1ﬂng&€lﬂg Do i:a‘ 26548‘

Doaye E\JYZ’Q Staatgs

: CIA-RDP77MB0144R000600030 67“9“'

,\mi'{
i ,

/,0/]

e

[ o2
~
<

oY TJu?

&

K am submittlng for your consideration a financlal records
retiverment program which, gubjoct to your approval as authorized

wndar 44 U.8.C. 314 {1964), would be adapied by this Agoncey. A
rotiroment sebedale for tha particular records nvelved is zet ont
in iho caclosure. It is gencrally pattersed altew the schedule ap-

-

nlicable to the retirement of financial vecords by execuiive depari-
ments and agencies of Goveroraens, particularly as to :,ck:m:i&i{;:atimx
of categorias of documants and the sppilcation thereto of appropriate

rocords retontion perieds.

Undoyx the tarme of this propoessl, the Agency weuic;maftm-
effcet the daposition s m the ve-

conducting s owix audit of accoun

A ow

Vip g

=Y

1atod imanciz»l mcardm sursuant to he enclosed xetix -:smezzg schodula.

£ ara of the o':vmicx... that this b geacy program would adequately

protact the lnterests of the Govemument whilo conly ibutuxq tmzmd
pavings i taxns of atorage aad MARFEGWEY Cosi8. S 3

&

Y our app® a::m& :'f\m raequested.

Siace roly.

ek anny
I ('“\ uD,

QCL YR \i’é%%}& Holns

- Dixaotow

Approved For Release 2006/02/07 : CIA-RDP77M00144R000600030007-9



Approved For Release 2006/02/07 : CIA-RDP77MOQ;!44R000600030007-9

ORIGINAL FINANCIAL RECORDS RETIREMENT SCHEDULE
Descrintion of Records . Disposition Insiructions

1. Original Headgquarters and field collection
and miscellancous disbursement recorda.

ke

Original collection and disbuwrsemaent =~ -+ Destroy 12 vears ailer the
records including Washington and : powriod of the accouat.

ficld statements of transactions,
suppoiting vouchers, schedules,
recaipts, authorizations, and
related papexs exclusive of freight,
transporxtation and payroll recowvds.

Y

2. Owiginal Headquasters and ficld payroll
zecovds pertaining to salary and allowance
paymanta to Agency employees.

P+ W

Co

Individual pay caxd oz equivalent, Destroy 56 years after date
reflecting detailed pay, deductions of last eniey on card.
and gervice recowds.

Original paywxoll vouchers for indigenous Destroy after 56 years from
employees., (Individual pay cards not ~ dates of the accounts in
maintained, ) - which they wera submitted.
Original payroll vouchers and bond Desiroy 12 years after the
schedules for Headquarters personnel period of account in which
and I'BIS U. 8., Cicizen {ield personnsel. they were submitted.
{Individual pay card or equivalont '

maintained, )

Leave rocords, maintained independently
of pay and earning rocovrds.

{1} Pay or fiacal Capy.

{a) Tinal leave rocord showing © Desiroy 10 years after last

accumulatod leaws on -ontey on gard,
BOPATation. '

v
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(by All othex pay or fiscal copies.

6. Time and attendance repoxts, notifica~
tion of personnel actions {exclusive of
those in Official Porsonnel Folders),
payroll control rogisters and paywroll
change nlips,

3. Owiginal Headquarters and fleld tvanspozian
tion aad freighs records.

%, Contracts

8. Original numbered coatracis and

' lotters of agreements on nagotiated
contracts covering gengzal Agency
procurement.

5. Pewsonal Sexvice Contracis

a. Personal sorvice contracis for
experis, consultants and pazri-
time emp.oyaea.

,

6.  Accounting Recoxds

3. General Accounts Ledgess

/f

‘b, Allottnent Roecoxrdy

A%)

-
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Disposition Instructions

B 0 L e e b 1 it 7 e e .

Destroy 3 years aftar audit
of related pay recoxds,

- Dastroy 2 yeaws after audi

of rolated pay wrecozrda.

Rotain for 4 years after the pericd:
of account. Freight or passenger
transportation vouchers which hava
become involved in litigation or any
other condition that requires the
voucher io be vetained beyond the

4 year retention perioed should be
rotained for 10 years aftexr tha
period of the account.

Deatroy 12 yvears after the
end of the fiscal years in
which the contracts wera
stored in the Agency (CIA)
Records Centar.

Destroy 12 years after the oend
of the fiscal ycar in which the
contracts werxre stored in the

Agency (CIA) Recowds Conter,

-

A

Destroy 10 years after close af

fiscal yoar lavoived.

Dastroy 10 yeawrs after close
of fiscal yeax iavolved,
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